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Nigeria Economic Indicators 


In $ millions unless otherwise 
indicated. End of period. 


% change 197! 
$1.00 = 8.63 (1976) 1974 1975 10974-1975 (projected) 


Income, Production 

GDP at current prices $23,344 $25 ,169 ‘ $27 ,200 
GDP at constant (1973) prices 14,861 15,107 15,400 
Population (millions, est.) 65.0 66.6 . 68.3 
Per capita GDP at current prices ($) 359 378 5 398 


Crude petroleum (million bbls. ) 823.3 651.3 743.3 


Indices :2/ 
Manufacturing production (1965=100) 227.3 279.1 334.9 


Cocoa (all agricultural products: 1960=100) 142.2 135.1 118.9 
Cotton 105.1 199.4 206.2 
Palm kernels 72.1 64.8 64.8 
Palm oil 13.3 271. 27.6 
Peanuts 20.3 31.8 25.0 
Rubber 7303 102.5 102.5 


Money and Prices 
Money supply $1880.7 $3262 .4 $4890.0 
Interest rate (Central Bank minimum) 7 7 7 
Consumer price index (Lagos lower income) 226.0 317.1 412.0 
(1960=100) 

Balance of Payments 

Gold and foreign exchange reserves $5400.7 $5474.23 + 
Public debt outstanding 2994.2 2222.1 
External debt 100, 3/ 561.8 

yb/ 


1.4 $5350.0 
- 25.8 2200.0 
+ 16.5 620.0 
Balance of trade 7102. 2587.4 - 63.8 2700.0 
Exports (FOB) 9769. 8393.8 = 14.1 9800.0 
U.S. share 3286.0, 7 2288.6 = 30.4 
Imports (CIF) 2666. 5806.4 +117.9 7100.0 
U.S. share 346.0 680.9 + 96.8 790.0 
Basic balance on current account and 


long-term capital 5213.4 758.9 = 85.4 140.0 


Main imports from U.S. (with estimated values) during 1976: Wheat ($95 million), machinery 
and transport equipment ($160 million), manufactured goods ($104 million), rice ($14 millior 


3500.0 


a/ 1975 agricultural indices are provisional 

b/ Revised 

Source: Federal Ministry of Statistics 
Central Bank of Nigeria 
Projections by Embassy 





SUMMARY 


The Nigerian economy is exhibiting strong growth in 1976 and should 
continue to expand impressively throughout 1977. Oil revenues for 1976 
should reach $9.1 billion. Gross domestic product (GDP) should be $27.2 
billion this year and perhaps $29.5 billion in 1977. Imports should 

rise to $7.1 billion for 1976 and grow to over $11 billion in 1979-80, 

as forecast by government planners, despite recent restrictions on non- 
essential items. Regaining momentum after the disruption of the 

February coup attempt, the Obasanjo government is attempting to accelerate 
development and Nigerian participation in the economy while also preparing 
for the return of political parties and civilian rule in 1979, under a 
constitution now being formulated. 


The heady atmosphere of the early oil boom has given way to a realistic 
attitude toward the problems money brings. Inflation continues at an 
annual rate of over 30 percent. Its varied causes such as distribution 
bottlenecks, shortages and monopoly conditions in some sectors defy short- 
run control. Strong government measures have reduced port congestion,but 
it is expected to continue until expanded facilities are completed several 
years hence. Food production still lags behind demand. Rising imports 
have ended the once-robust payments surplus, increasing the possibility of 
foreign capital borrowing. At the same time, government policies have 
lately had the unintentional effect of discouraging foreign investment, 
which is still vital for balanced growth and technology transfer, Oil 
production companies await improved incentives, Other investors await 
clarification of June's "indigenization" white paper calling for at least 
40 percent Nigerian ownership of business enterprises and majority 
Nigerian control of many industries by 1979. ‘In the only implementation of 
this policy scheduled before 1979, the government on September 30 took 
through negotiation 60 percent control of foreign banks, causing one American 
bank to terminate operations, 





CURRENT ECONOMIC SITUATION AND TRENDS 


Political confidence improved -- Nigeria is returning to normal after the 
shock of February's attempted coup. Now headed by Lt. Gen. Olusegun 
Obasanjo, the federal government has launched reform of local governments 
and agricultural marketing boards, initiated local government elections, 
begun universal primary education, published a draft constitution for 
Civilian rule and announced -- but not yet generally implemented -- its 
intention to increase by 1979 Nigerian or indigenous participation or 
control in all economic activity, a policy inaugurated in 1972. The 
indigenization white paper accompanied wege controls, making them more 
palatable. Vigorous government action, especially in reducing port con- 
gestion, has contributed toa lower infletion rate, giving the citizen at 
least temporary relief from dizzying price increases, The mtional 
airline recently acquired its first wide-bodied aircraft, a DC-10; a $100 
million National Theater opened in Lagos amd the city is preoccupied with 
preparations for the January 15-February 12 Second World Festival of Black 
and African Arts and Culture, an event of considerable symbolic importance 
to nationslists. With increasing frequency, initial decisions are being 
made on several long-awaited development projects in communications, transpor- 
tation, education, heavy industry and urban development while preliminary 
work on the new federal capital project is proceeding rapidly. 


Development sights lowered -- Now that cost estimates are in or work under- 
way on many projects of the 1975-80 Third National Development Plan, it is 
evident that the Plan cannot be fully implemented on schedule or within 
original cost estimates. This situation is not surprising and need not 

affect economic welfare appreciably. GDP of $36 billion by 1979/80 still 
appears feasible, but oil revenues have beentelow expectations while costs are 
running higher than foreseen. Conservation of funis is indicated and began 
in April with an austere federal budget for 1976/77 of $8.8 billion in 
outlays, compsred to estimated revenues of $9,12 billion. The Plan is being 
revised to eliminate prestige projects and emphasize development of agricul- 


ture, education, social services, transport, communications, housing and 
manufacturing. 


Agriculture, with the government's "Operation Feed the Nation" campaign 
directing public awareness to the need togrow food, is making a slight 
comehack but still has over 50 percent of output being wasted because of 
inadequate storage and transport facilities. In spite of government policy 
toward expansion, export crops are declining. Conversely, food imports 
from the U.S. are rising to an all-time high. Purchase of Amrican wheat, 
rice and poultry will set a new record this year, already having exceeded 
$100 million in the first nine months of 1976. 





Inflation persists -- Although inflation slowed to an annual rate of about 
30 percent in the second ml1f of 1976, it remains Nigeriats single most 
pressing economic problem, fraught with implications for social and political 
as well as economic stability. Most of the causes of inflation cited ina 
January 1976 government study still exist. Some, such as port comestion 
with consequent surcharges are now less burdensome but such factors as 
monopolistic practices, an inadeqate distribution system, heavy government 
spending and continued excessive growth of the money supply (50 percent 

for 1976) remain little diminished. The government's strongest anti- 
inflationary effort has been on port congestion, although this problem 
cannot be solved for some time, and in recent months it hes also taken 
action to control wages, rents, bank credit and prices of essential or 
sought-after items, such as automobiles. Selective tariff reductions and 
steps to increase competition have also been employed. 


Surplus ends -- The huge international payments surplus of the early oil 
boom appears to be over as imports rise steeply. If present trends continue 
it seems likely that Nigeria,with its international payments account slightly 
in deficit, will tap overseas capital markets soon to maintain development. 


In 1976 export earnings should approximate $9.8 billion compared to $8.4 
billion in 1975 and $9.7 billion in 1974. (Oil exports, 93 percent of 
Nigeriats exports in recent years, will earn about $9.1 billion in 1976.) 
The bill for imported goods has more th&n quadrupledin the past four years 
and should rise from $5.9 billion in 1975 to about %7.1 billion this year, 
continuing to experience rapid growth in machinery ard transport equipment, 
manufactured goods, chemicals and food, which comprise 90 percent of imports. 
The service account is always in deficit from oil company payments and import 
charges, including demurrage. This year's service deficit will approach 
$2.7 billion, about the same as the estimated trade surplus. Miscellaneous 
transactions therefore may leave the current account in deficit by about 
$125 million, the first deficit since 1973. The April 1 import ban on 
selected non-essentials, mostly consumer goods, has been eased. Among the 
items again free for import are textiles, furniture, carpets, blankets, 
tableware and glassware and dried fruits. 


Indigenization awaited -- As of late November the government had not yet 
implemented in law the stiff new “indigenization" or Nigerianization policy 
forecast for business by a white paper of June 29. New foreign investment 
in Nigeria and expansion of existing foreign investments have slowed 
consequently. A further development of a policy in force since 1972, the 
new measures, if adopted, wuld lengthen the list of enterprises reserved 
solely for Nigerians (Schedule I), increase to 60 percent Nigerian owner- 
ship many industries which formerly were required to be 40 percent Ni-erian 
(Schedule II), and for the first time, impose a minimum requirement of 40 


percent Nigerian ownership in virtually all enterprises (Schedule III). 
Specific examples are: 





Schedule I (100% Nigerian): petty trade, entertainment, furniture 
making, poultry farming, transportation, travel agencies, wholesale 
distribution of locally-manufactured goods; 


Schedule II (60% Nigerian): banking, insurance, mining, quarrying, 
iron and steel manufacture, cement memfacture, fertilizer production, 
construction, motor vehicle and machinery distribution and servicim, 
wholesale distritmtion of imported goods; 


Schedule III (40% Nigerian): All enterprises not in I or IT. 


The white paper envisioned December 31, 1978, as the deadline for compliance, 
except for banks, which had to be at least 60 percent Nigerian by 
September 30 of this year. The further indigenization of banks was 
accomplished by the negotiated sale to the government of the necessary 
equity by all foreign banks except one American bank which withdrew from 
Nigeria. It is not yet known whether the government will retain control 
or re-sell its shares. Government spokesmen have emphasized that 
indigenization is not intended to eliminate foreign investment and that 
foreign technology and management are still:welcome. The government is 
not expected to buy control of affected firms except where buyers are not 
immediately available. Until the policy is legislated it will be 
difficult to assess the outlook for foreign investment. The policy will 
also affect some exporters to Nigeria by requiring indigenization of 
distributors. 


Oil eutput nearing peak -- Improved world economic Conditions have spurred 
oil production to an average of 2.04 million barrels per day for 1976, 
retaining Nigeria's position as the world's seventh ranking producer of 
crude oil and secon (behind Saudi Arabia) supplier of crude oil to the 
United States providing '18 percent of our crude imports this year. 
Production should remain at about 2.1 million barrels per day for the next 
few months but cannot rise much beyond 2.3 million barrels daily during 
1977 because production capacity is limited by reduced exploration am 
development investment. Although the Nigerian Government took majority 
ownership in the oil producing firms in 1974, the companies still operate 
the fields, and they complain that tax and royalty increases in 1975-76 
have left perebarrel profits inadequate for new investment. Some 
concessionaires have relinquished their acreage, drilling activity has 
dwindled, and major producers have reduced investment to maintenance 
levels thus causing production capacity to erode gradually. Top govern- 
ment officials are giving consideration to new incentives for exploration 
and production but no concrete measures have yet emerged. Even if 
satisfactory incentives are implemented soon, it may be two years before 
capacity could increase substantially. In order to increase revenues 


more quickly, Nigeria would have torely on price increases rather than 
increased production, 





The government is, however, moving ahead on several huge projects to 
utilize hydrocarbon resources. Preliminary agreements have been signed 
by Shell and British Petroleum am initialled by Phillips-Agip-Elf for 
two proposed liquified natural gas plants “hile candidates have been 
listed for partnership with the government in proposed petrochemical 
and fertilizer projects. Tenders for construction and equipment for 
these projects and the associated gas grid are about one year off. 
Contracts have been awarded to American, Italian and Soviet firms for 
construction of 1700 miles of petroleum product pipelines and contract 
awards are expected shortly for the third domestic refinery at Kaduna. 


Port congestion eases -- A year ago 400 or more ships awaited unloading 
off Lagos, but in late 1976 the armada was dow to about 80, thanks to 
vigorous efforts to accelerate unloading and exclude unnecessary cargoes. 
With large fertilizer shipments expected and sizeable development pro jects 
in the offing, port congestion cannot be eliminated during 1977, and it is 
expected that authorities will continue to require advance approval for 
all Nigerian port calls. 


Implications for the U.S.-- Nigeria's expanding economy still affords a 
wealth of opportunities for enterprising American businessmen, but energy 
and patience are required to turn opportunities into contracts and sales. 
In the past year, the achievements of U.S. firms have shown evidence of 

an increased sophistication, alertness, and knowledge of marketing 
conditions in Nigeria. There have been more sustained sales efforts, more 
and longer visits from abroad, and the stablishment of rew local offices. 
American exports to Nigeria rose from $346 million in 1974 to $681 million 
in 1975 and should top $700 million in 1976. Key sales of vehicles, 
aircraft, telecommunications systems and locomotives have sparked break= 
throughs and at long last American construction firms are obtaining 
noteworthy road and building construction jobs. An encouragingly large 
number of American firms have mastered complicated bidding procedures and 
won contracts, but too many close awards have been lost to aggressive, 
cost-conscious foreign companies who maintain a continuing presence here in 
determined pursuit of pro jects. 


U.S. exporters will find that Nigerians have a keen appreciation for 
American products and services. They should be especially alert to a 
number of developing fields. The first large purchase of American trueks 
by the Nigerian Government in over a decade and a reshuffling of local 
distributors for several leading lines of American automobiles are spear- 
heading U.S. vehicle penetration of the Nigerian market. This movement 
should be assisted by a recent government policy statement that car and 
truck lines should not be handled by exclusive dealers thereby stimulating 
potential Nigerian vehicle distributors to investigate American lines. 

But an active marketing program by U.S. vehicle manufacturers and by 





producers of automotive accessories/parts and service/repair equipment 

is needed. The Universal Primary Education (UPE) program, a vital 

activity because only ‘about 12 percent of school-age children now attend 
school in Nigeria, is beginning now. The program requires extensive 

inputs ranging from visual aids and textbooks to classrooms and teachers' 
colleges. In the transport sector, Nigeria Airways recently bought a 

$38 million wide-bodied American aircraft and has announced plans to 

acquire another $91 million of American conmercial aircraft in the next 
year. The Nigerian Railway Corporation also will perform extensive 
overhauls and acquire new equipment. In power generation extensive 

areas of Nigeria have no source of electricity except for portable 
generators; U.S. firms could show more initiative in this area. Agriculture 
can well use all kinds of implements from hand tools to medium tractors, 

and badly needs storage facilities. There is growing interest in irrigation 
equipment and printing machinery. In response to official emphasis on 
increasing protein sources, about 10 companies are developing fishing 
operations and offer a sales potential for fishing boats, storage, and 
processing equipment. There also appears to be good opportunities for 
sales of water craft in Lagos and other port cities. Communications 
equipment of all types remains in high demand. 


Marking a consumer goods upswing, two leading wholesale/retain networks in 
Nigeria have expressed strong interest in buying a gamut of American items. 
Clothing, household items, foodstuffs and recreation equipment lead the way. 
Good potential looms in franchising operations, especially in ennae 
repair, shoe repair, and fast food restaurants. 


Design, engineering, and construction firms can compete for an impressive 
array of projects including downstream petroleum projects, railroad, 
highway, and bridge construction, hydroelectric plants, steel mills, 
irrigation systems, school and hospital construction, housing developments, 
and water and sewerage systems, 1976 may be regarded as the year when U.S. 
consultant and building companies broke through in‘the construction sector, 
from roads to barracks to court buildings. Given Nigeria's understandable 
penchant to give contracts to firms which have proven their worth, this 
achievement bodes well for interested firms who wish to utilize the improved 
image of U.S. construction prowess, 


To achieve and sustain the level of economic activity called for in the 


Third National Development Plan, Nigerian planners have acknowledged the 
need for a large influx of foreign technical and specialized manpower, and 


the government has promised its cooperation in assisting these people to 
enter the country. At the same time the government remains committed to a 
strong Nigerian participation in development as evidenced by the 





indigenization program, The government is especially desirous of attracting 
industries which will bring new technology, utilize local raw materials, 

and import the expertise necessary to allow Nigerians to move quickly into 
upper level technical and managerial positions. Suppliers should be aware 
of the increasingly strong emphasis which is being put, especially by the 
government, on the training component of any sales transaction. Proposals 
for furnishing both goods and services should treat this aspect fully. For 
example, when one branch of the FMG purchased vehicles, provision was made 
for extensive training of mechanics and drivers in the U.S. On construction 
projects, bidders must provide for instructing local workers in skills. In 
all businesses, Nigerian employees are expected to learn and then practice 
management. Another aspect of doing business in Nigeria is taking the time 
to explore and follow-up repeatedly on trade opportunities. Negotiation is 
often protracted and the dimensions of a possible sale or project can be 
Slow to be revealed. Ideally this situation suggests that an American or 
local representative of a U.S. firm remain on the spot to pursue a bid to 
its completion, This situation in turn also shows the need for the U.S, 
company to expend time and effort to find competent Nigerian agents with 
initiative and persistence, 


Doing business in Nigeria has its special complications, The groundwork 
necessary to consummate a business deal may be in excess of that required 
elsewhere, misunderstandings and frustrations are frequent, long delays are 


common. Balancing these factors are a large and growing market and the 
promise of a good return on investment. For the American businessmen 
willing to accommodate to Nigerian practices and to accept the complications 
of doing business here, the rewards can be worthwhile. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 





LOOKING FOR A GOOD 


3 
research 
tool 


INDEX TO FOREIGN 
can be such a tool. Published by the U.S. 
Department of Commerce, it lists a wide 
variety of documents containing a wealth of 
information for the overseas marketer. The 
Index catalogs spot news and timely surveys 
of ihdustrial, commodity, commerical, and 
economic conditions in more than 100 
countries. 

Included is all in-depth market research 
performed by Commerce's Bureau of Inter- 
national Commerce (BIC) required for the 
target industry program or in support of the 
Department's participation in international 
promotional events. 

About 100 reports sent to Washington by 


MARKET REPORTS © 


U.S. Foreign Service Officers are received 
and indexed each month. 


Annual subscription for 12 issues of the 
FMR Index is $10. Subscribers to the Index 
will be charged between $2 and $10 for 
documents depending on their length. 


For additional information 
or to subscribe, write 


National Technical Information Service 
Box 1553, Springfield, Virginia 22161 


BIC’s Export Information Division 
Room 1063, U.S. Department of 
Commerce, Washington, D.C. 20230. 
Telephone 202-377-2504. 








—§NEW 
Fresher - Bigger 


U.S. INDUSTRIAL OUTLOOK 


Fundamental facts about business distilled 
from the research and analyses of more 
than 100 business conditions experts. 


For those who need a feel for what is 
happening in the industries their busi- 
ness depends upon. 


An overview of U.S. business that 
shows where the action is expected 
and where the opportunities lie. 


Latest data on product and industry 
shipments, exports, imports, em- 


ployment, with historical data for 
perspective and projections to 
1985. 


(PLEASE DETACH ALONG DOTTED LINE) 


MAIL ORDER FORM To: FOR USE OF SUPT. DOCS. 
Superintendent of Documents, Government Printing Office, Washington, D.C. 20402 Quantity Cherges 
Enclosed find $.............................. (check, money order, or Supt. of Documents coupons) or charge to my Mailed....... 


Deposit Account No. ................. ....... Please send me ............ copies of U.S. industrial Outlook 1977 a 
at $5.85 per copy. S/N 003-008-00174-2 re 


PLEASE FILL IN MAILING LABEL 


City and State 
FOR PROMPT SHIPMENT, PLEASE PRINT OR TYPE ADDRESS ON LABEL BELOW, INCLUDING YOUR ZIP CODE 


U.S. GOVERNMENT PRINTING OFFICE POSTAGE AND FEES PAID 
ASSISTANT PUBLIC PRINTER U.S. GOVERNMENT PRINTING OFFICE 
(SUPERINTENDENT OF DOCUMENTS) 375 


WASHINGTON, D.C. 20402 


OFFICIAL BUSINESS 


SPECIAL FOURTH-CLASS RATE 





